FOREIGN  POLICY 
REPORTS 


'  ^ 


July  15,  1946 


^  COl.LBGl 


Chile:  Microcosm  of  Modern  Conflicts 

BY  OLIVE  HOLMES 


PUBLISHED  TWICE  A  MONTH  BY  THE 

Foreign  Policy  Association,  Incorporated 

MIDSTON  HOUSE,  22  EAST  38th  STREET,  NEW  YORK  16,  N.  Y. 
VOLUME  XXII  NUMBER  9  2^^  a  copy  $^,00  a  year 


Chile:  Microcosm  of  Modern  Conflicts 

BY  OLIVE  HOLMES 


The  death  of  President  Juan  Antonio  Rios  on 
June  27,  after  months  of  ill  health,  marked  the 
climax  of  a  critical  period  for  Chile.  The  late  Presi¬ 
dent  had  played  the  delicate  role  of  moderator 
between  divergent  interests  both  within  his  own 
party,  and  between  the  parties  supporting  the  gov¬ 
ernment  and  those  in  opposition.  His  retirement  in 
November  1945  left  a  vacuum  in  which  danger¬ 
ous  tensions  developed.  On  the  surface  this  politi¬ 
cal  agitation  in  Chile  reflects  the  strain  and  stress 
of  postwar  readjustment.  Economic  problems  have 
been  carried  into  the  political  arena  where  party  fac¬ 
tionalism  impedes  their  solution.  But  the  ferment 
felt  in  every  sphere  of  national  life  is  not  alto¬ 
gether  attributable  to  these  immediate  uncertain¬ 
ties.  In  great  measure  it  is  due  to  the  transition 
from  the  economic  and  social  institutions  of  the 
19th  century  to  the  conditions  of  modern  industrial 
civilization  that  Chile  is  belatedly  experiencing. 

CHILE’S  PATRIMONY 

Many  Chilean  problems  can  be  traced  to  the  “ex¬ 
travagant”  configuration  of  the  country.  A  narrow 
shelf  leveling  off  abruptly  from  the  Andean  moun¬ 
tain  wall  and  washed  by  the  Pacific,  Chile  ex¬ 
hibits  in  its  extreme  length  a  great  variety  of 
climate  and  resources.  Each  of  its  sharply-defined 
regions  embraces  a  different  type  of  economy:  the 
arid  mining  north,  the  agrarian  central  valley,  and 
the  pastoral  far  south.  Central  and  northern  Chile 
have  during  successive  periods  set  their  mark  on 
the  political  structure  and  the  social  patterns  of 
the  nation;  the  south  still  constitutes  the  frontier. 

The  mining  industry  of  the  north  has  been  the 
mainspring  of  economic  activity,  the  largest  source 
of  government  revenue,  and  an  important  factor 
in  the  development  of  commercial  activity  and 
the  rise  of  a  middle  class.  Nitrates  and  copper 
were  to  bring  greater  wealth  to  the  country  than 
the  early  Spaniards  could  have  imagined  when 
they  crossed  the  northern  desert  in  vain  search  of 
gold.  Copper  is  the  most  important  mineral  prod¬ 
uct,  Chile’s  production  of  this  metal  being  exceeded 
only  by  that  of  the  United  States.  The  second 
most  important  export  commodity  is  natural 
nitrate;  and  abundant  high-grade  iron  ore,  some 
bituminous  coal  and  lignite,  manganese,  sulphur. 


etc.,  are  also  present,  principally  in  the  north. 

Mineral  products  represent  55  to  65  per  cent  of 
the  total  production  of  raw  materials,*  and  copper 
and  nitrates  alone  supply  almost  three-fourths  of 
Chilean  exports.  The  value  of  mineral  exports 
which  remains  in  the  country  contributed  in  1941 
almost  21  per  cent  of  national  income.^  Thus,  in 
the  absence  of  any  considerable  volume  of  savings 
and  investment,  mineral  production  goes  far  to¬ 
ward  determining  the  level  of  Chile’s  prosperity. 
In  1943,  a  year  of  high  production,  the  copper  and 
nitrate  industries  gave  employment  to  slightly  over 
40,000  workers^  and  indirect  support  to  400,000 
people,  or  8  per  cent  of  the  entire  population. 
Additional  evidence  of  the  importance  to  Chile  of 
the  mineral  industry  can  be  found  in  the  budget: 
income  and  export  taxes  and  surtaxes  on  copper 
production  alone  provide  one-third  of  total  gov¬ 
ernment  revenue.'* 

A  more  complete  contrast  between  the  northern 
desert  and  the  cold,  rain-swept  south  would  be 
difficult  to  find.  Yet  both  regions  have  an  inhos¬ 
pitable  climate,  both  are  for  that  reason  sparsely 
peopled,  and  both  have  been  regarded,  at  various 
periods  of  national  development,  as  holding  the 
promise  of  the  future.  Whereas  the  north  has  been 
explored  and  developed,  the  promise  of  the  far 
south  is  yet  to  be  exploited.  Although  since  Dar¬ 
win’s  time  geographers  have  been  inclined  to  dis¬ 
count  the  possibility  of  intensive  settlement  in  the 
southernmost  provinces,  the  recent  discovery  of  oil 
in  commercial  quantities  at  Spring  Hill  in  the 
southernmost  province  of  Magallanes  has  re¬ 
awakened  popular  interest  in  the  possibilities  of 
the  region.^  This  labyrinth  of  fjords  and  islands 

1.  Foreign  Minerals  Surrey ,  Present  Situation  in  Chile's  Min¬ 
ing  Industries  (Washington,  D.C.,  Bureau  of  Mines,  F.conomics 
and  Statistics  Service,  March  1944),  p.  2. 

2.  P.  T.  I'.llsvvorth,  Chile:  /In  Fxonomy  in  Transition  (New 
York,  M.acmillan,  1945). 

3.  Chile:  Dircccidn  General  dc  Kstadistica  Chilcna,  Hstadistica 
Chilena,  Xovember  1945,  p.  514. 

4.  Foreign  Minerals  Surrey,  Present  Situation  in  Chile's  Min¬ 
ing  Industries,  cited,  p.  8. 

5.  The  initial  drilling  yielded  crude  volatile  oil  at  the  rate  of 
500  to  2,000  barrels  a  day,  but  additional  drillings  arc  required 
fully  to  appraise  the  extent  of  the  deposits.  The  present  opera¬ 
tions  arc  being  conducted  by  United  States  engineers  under  the 
management  of  the  Chilean  Development  Corporation,  a  gov¬ 
ernment  agency.  New  Yor^  Herald  Tribune,  April  19,  1946. 
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and  jagged  peaks  densely  covered  with  soggy  for¬ 
est  has  only  one  important  economic  activity, 
sheep-raising.^ 

the  “real  chile” 

The  northern  and  southern  extremes  of  this 

I"  elongated  country  have  been  described  as  Chilean 
only  in  the  sense  of  possession;  the  “real  Chile”  is 
the  Central  Valley  that  extends  from  the  Acon¬ 
cagua  river  basin  to  the  Bio-Bio  River,  a  distance 
of  about  500  miles.^  Population,  economic  life, 
government,  and  culture  are  concentrated  in  this 
I  region,  which  is  agricultural  to  the  core.  The  cen¬ 
tral  valley  supplies  most  of  Chile’s  requirements 
of  foodstuffs,  feedstuffs,  and  fibers,  the  output  of 
many  of  these  commodities  providing  an  excess 
for  export.  Most  of  the  land,  however,  is  devoted 
to  pasture  and  feed  crops.  The  southern  part  of 
the  region  lends  itself  to  the  cultivation  of  such 
staples  as  wheat  and  potatoes,  while  the  north, 
where  irrigation  is  generally  necessary,  is  charac- 
I  terized  by  viniculture  and  the  production  of  sub- 
I  tropical  fruits.  With  its  rich  resources,  it  would  seem 
j  that  Chile  could  supply  all  its  agricultural  crop 
requirements,  with  the  exception  of  tropical  prod¬ 
ucts,  such  as  coffee  and  cane  sugar,  and  a  few 

i  products,  notably  cotton,  which  if  grown  in  the 
country,  would  divert  land  from  more  urgently 
needed  foodstuffs.  But  as  the  geographer  Preston 

I  James  points  out,  there  are  few  irrigated  areas 
with  comparable  density  of  population  in  which 
so  small  a  proportion  of  the  land  is  used  for  food 
crops  as  in  Chile.®  It  has  frequently  been  necessary 
to  import  substantial  quantities  of  wheat  from  Ar- 
^  gentina,  although  half  of  the  cultivated  area  of 
r  the  country  is  planted  to  wheat.^  Nor  is  the  live¬ 
stock  industry  able  to  fill  requirements  for  dairy  and 
[  meat  products,  although  stock  raising  is  the  most 
[  important  agricultural  activity;  and  the  deficiency 
f  is  also  met  by  imports  from  Argentina, 
i  This  situation  has  been  attributed  to  the  pre- 
[  vailing  system  of  land  tenure.  Of  187,224  properties 

enumerated  by  the  Agricultural  Census  of  1935-36, 
I  626  properties  of  12,350  acres  (5,000  hectares),  and 

p  over,  were  listed  as  holding  more  than  half  of  all 

f  land  under  cultivation. Despite  the  number  of 

1  6.  U.S.  Tari/T  Commission,  Agricultural,  Pastoral  and  Forest 

Industries  in  Chile  (Washington,  1945),  pp.  4,  35. 

7.  Preston  James,  Latin  America  (New  York,  Lothrop,  Lee  and 
Shepard,  1942),  p.  226. 
i  8.  Ihid.,  p.  238. 

9-  Agricultural,  Pastoral  and  Forest  Industries  in  Chile,  cited, 
I  P-  6. 

[  10.  Ihid.,  p.  8.  Sec  also  (5.  M.  McBride,  Chile:  laind  and  So- 

i  ciety  (New  York,  American  Geographical  Sexiety,  1936),  pp. 

>  >24-25.  It  should  be  pointed  out  that  much  of  the  land  in  these 

j  great  properties,  which  average  57,160  acres  each,  extends  far 

t  back  into  the  mountains  and  is  unfit  for  any  use  at  all. 


people  gainfully  employed  in  agriculture,"  the  tech¬ 
niques  employed  in  farming  are  backward  and  in¬ 
efficient.  If  the  yield  is  remarkable  under  these 
conditions,  it  is  because  of  the  unusual  fertility  of 
the  soil  and  not  because  of  any  general  use  of 
modern  methods.  Descriptions  of  the  hacienda,  or 
large  property,  economy  written  more  than  one 
hundred  years  ago  are  still  recognizable  today." 

These  conditions  have  given  rise  to  a  serious  eco¬ 
nomic  problem:  the  inability  of  the  land  to  support 
a  rapidly  increasing  population.  The  people  of 
this  region  have  demonstrated  a  marked  capacity 
to  expand,"  but  the  density  of  population  has  re¬ 
mained  unchanged.  The  increase  of  population 
has  been  absorbed  in  a  number  of  ways,  not  the 
least  of  which  has  been  a  gradual  decline  in  the 
standard  of  living.  Only  in  recent  years  has  the 
land  problem  become  acute.  Little  new  arable 
land  is  available  for  settlement.  For  some,  the 
solution  lies  in  the  redistribution  of  rural  proper¬ 
ties  into  smaller  units  more  suitable  for  intensive 
crop  farming,  even  if  it  is  necessary  for  the  state 
to  bring  the  threat  of  expropriation  to  bear  upon 
the  landowners."  Many  of  these  enormous  hold¬ 
ings  contain  little  arable  land,  however,  and  are 
therefore  unsuited  to  small-scale  agriculture.  When 
the  Popular  Front  government  came  to  power 
in  1938,  President  Pedro  Aguirre  Cerda,  a  land- 
owner  himself,  declared:  “We  do  not  intend 
to  ‘Mexicanize’  Chile”;  and  promised  that  if  the 
large  properties  were  inefficiently  administered  they 
would  be  appropriated  and  given  to  those  who 
want  plots  and  can  work  them." 

The  hacienda  system  also  encouraged  the  arbi¬ 
trary  division  of  the  Chilean  people — whether  or 
not  they  sprang  directly  from  the  land — into  two 
social  classes:  those  who  owned  land  and  those 
who  did  not.  It  is  true  that  serfdom  was  abolished 
during  the  time  of  the  colony,  and  debt  peonage  is 
unknown  in  Chile.  The  agricultural  laborer  is  eco¬ 
nomically,  if  not  legally,  bound  to  the  estate,  how- 

11.  An  estimate  made  in  1942  placed  the  number  at  585,000 
as  compared  with  125,000  in  manufacturing  and  65,000  in 
mining. 

12.  M.  Picdn-Salas,  G.  Fcliii  Cruz,  Imdgenes  de  Chile  (Santi¬ 
ago,  Nascimento,  1938),  pp.  100-01.  See  also  Chile:  Land  and 
Society,  cited,  p.  172.  It  has  been  estimated  that  half  of  the 
nation’s  population  is  fed  from  the  produce  of  the  hacienda. 

13.  Although  the  total  population  of  the  country  doubled 
during  the  period  from  1885  to  1930 — an  increase  in  which 
immigration  figured  only  slightly — the  number  of  people  in 
the  central  provinces  between  Coquimbo  and  Concepcion  re¬ 
mained  static  during  this  periwl.  Latin  America,  cited,  pp.  241-42. 

14.  This  action  is  advocated  by  a  close  student  of  the  prob¬ 
lem,  Dr.  McBride,  who  argues,  moreover,  that  a  class  of  small 
farmers  would  form  the  base  of  genuine  popular  government. 
Chile:  Land  and  Society,  cited,  pp.  373-85. 

15.  Clarence  Haring,  “Chile  Moves  Left,”  Foreign  Affairs. 
April  1939,  p.  622. 
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ever.  Justification  for  this  has  been  found  in  the 
close  personal  relationship  that  existed  between  the 
owner  and  his  tenants.  But  the  increase  of  absentee 
ownership  of  late  years'^  has  been  accompanied 
by  deterioration  of  the  conditions  under  which 
rural  labor  works  and  lives.  In  1937  the  Direccion 
General  de  Trabajo,  after  studying  the  cases  of 
10,000  inquilinos  (tenants),  found  that  the  average 
daily  income  of  the  tenant,  including  his  plot  of 
land,  shelter,  and  other  benefits  as  well  as  the  cash 
wage,  ranged  between  4.90  and  6.63  pesos  (15  and  20 
cents). Case  workers’  records  of  illiteracy,  under¬ 
nourishment,  alcoholism,  disease,  and  one  of  the 
highest  rates  of  infant  mortality  in  the  world  ex¬ 
press  the  human  side  of  these  statistics.  The  in¬ 
crease  in  absentee  ownership  has  weakened  the 
patriarchal  relationship  and  undermined  the  po¬ 
litical  authority  of  the  landowning  class,  which 
henceforward  may  not  be  able  to  muster  its  previous 
strength  in  the  conservative  agricultural  provinces. 

DISPUTE  OVER  POLITICAL  POWER 

Until  1925,  when  a  new  constitution  was  enacted, 
the  outstanding  political  issue  was  the  struggle  of 
the  propertied  classes  to  use  the  government  as  a 
vehicle  of  their  particular  interests,  as  the  authori¬ 
tarian  constitution  of  1833  had  intended.  During 
the  first  century  of  independence  the  agrarian  in¬ 
terests  located  in  the  heart  of  the  country  domi¬ 
nated  national  institutions,  and  the  National  Asso¬ 
ciation  of  Agriculture  was  described  as  the  “fourth 
power”  of  the  national  government.^®  After  World 
War  I  this  system  of  entrenched  privilege  was  as¬ 
sailed  by  the  middle  class,  which  the  mining  and 
manufacturing  industry  had  brought  into  being, 
reinforced  by  class-conscious  workers  in  the  nitrate 
fields,  the  copper  and  coal  mines,  and  the  new  in¬ 
dustrial  centers.  Subsequently,  Chile,  which  be¬ 
tween  the  two  world  wars  endured  five  military 
coups,  three  dictatorships,  and  one  popular  revo¬ 
lution,  was  to  lose  claim  to  the  title  of  the  most 
stable  nation  in  South  America. 

ANTECEDENTS  OF  RIOS  GOVERNMENT 

Certain  guideposts  are  needed  to  follow  the 
labyrinthine  course  of  Chilean  politics  during  the 
past  twenty-five  years.’^  Out  of  the  welter  of  de- 

16.  It  has  been  estimated  that  as  many  as  25  per  cent  of  the 
haciendas  in  central  Chile  were  in  the  hands  of  renters  in  1936. 
Chile:  Land  and  Society,  cited,  p.  143. 

17.  M.  Poblete  Troncoso,  El  standard  de  vida  de  las  pobla- 
clones  de  America  (Santiago,  University  of  Chile  Press,  1942), 
pp.  78-81. 

18.  Benjamin  Subercaseaux,  Chile  (New  York,  Macmillan, 
1943).  P-  123- 

19.  For  detailed  exposition  of  Chilean  politics  since  1920,  sec 
John  Stevenson,  The  Chilean  Popular  Front  (Philadelphia,  Uni¬ 
versity  of  Pennsylvania  Press,  1942)  and  “Chile  Moves  Left,” 
cited,  pp.  618-24. 


tail  one  fact  emerges  clearly:  the  conflict  of  inter¬ 
est  between  landed  proprietor  and  landless  worker 
who — uprooted,  disoriented — seeks  a  place  and  a 
voice  in  national  affairs.  So  apparent  is  this  cleav¬ 
age  in  Chilean  society  that  observers  are  often 
tempted  to  interpret  political  developments  in  terms 
of  a  class  struggle.  But  such  interpretations  fail  to 
account  for  the  role  of  the  rising  middle  class 
which  actually  serves  neither  interest — although  it 
has  often  been  accused  of  doing  so — and  will  yet 
give  needed  balance  to  the  social  order.  Such  ef¬ 
forts  as  have  been  made  in  the  direction  of  greater 
organic  unity  have,  however,  been  obscured  by 
a  series  of  wholly  fortuitous  developments,  chief 
of  which  were  the  depression  of  1931-2,  the  disas¬ 
trous  earthquake  of  1938,  and  the  dislocations 
caused  by  World  War  II.  Faced  with  the  “seasonal 
leturn  of  crises,”  every  administration  from  1920 
to  the  present  time — whether  military,  constitu¬ 
tional,  conservative  or  radical — has  had  to  improvise 
programs  of  recovery. 

The  incurable  factionalism  of  Chilean  political 
parties  has  also  served  to  confuse  the  underlying 
political  issue.  With  its  multiplicity  of  parties  Chile 
more  closely  resembles  European  countries  than  any 
other  Latin  American  nation.  Among  the  parties 
which  represent  the  agrarian  interests,  the  Con¬ 
servative  and  Liberal  parties  are  the  most  influen¬ 
tial.  The  oldest  political  grouping  in  Chile,  the 
Conservative  party  has  consistently  represented  the 
aristocracy,  and  is  distinguished  from  the  Liberal 
party  principally  by  its  fidelity  to  the  Church.  At 
one  time  the  standard-bearer  of  nineteenth  century 
liberalism,  the  Liberals,  now  that  the  religious 
question  has  been  resolved,  have  a  program  which 
does  not  differ  on  fundamental  issues  from  that 
of  the  Conservatives.  Within  the  parties  of  the 
Right,  however,  there  is  wide  variance  of  opinion 
ranging  from  the  ultra-reactionaries,  who  would 
like  to  return  to  the  “Portalesian  democracy”  of  the 
past  century,  a  period  characterized  by  decorum 
and  circumspect  regard  for  Church  and  property, 
to  the  Popular  Christian  party.^®  The  latter  is  a 
group  of  “young  men  in  their  forties,”  as  they 
have  been  bitterly  described  by  their  conservative 
elders,  who,  recognizing  the  need  for  social  and 
economic  reforms,  organized  to  realize  the  ideals 
embodied  in  the  papal  encyclicals.  Since  1938  this 
group  has  voted  with  the  Leftists  in  Congress. 

The  balance-wheel  of  the  Leftist  coalition,  and 
potentially  at  least  the  strongest  party  in  Chile,  is 
the  Radical  party.  It  somewhat  uneasily  straddles 
the  center,  for  while  it  represents  the  middle 

20.  Formerly  called  the  Nacional  Falanpc  Conservatlora,  it  has 
no  connection  whatsoever  with  the  Spanish  organization  of  the 
same  name. 
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)  class,  it  also  includes  a  wing  of  southern  agricul¬ 
turists  whose  fathers  joined  its  ranks  to  combat 
what  they  considered  was  excessive  influence  in 
national  affairs  wielded  by  the  land-owners  of  the 
central  provinces.  Like  the  Liberal  party,  from 
which  it  broke  away  about  the  middle  of  the  past 
century,  it  stood  for  the  separation  of  Church  and 
State,  which  was  achieved  in  the  Constitution  of 

I  1925.  Since  that  time  one  group  within  the  Radi¬ 
cal  party  has  abandoned  the  principles  of  individ- 
'  ualism  which  it  had  previously  vigorously  defended 
and  advocated  greater  governmental  intervention.^* 
The  presence  of  wealthy  landowners  and  indus- 
I  trialists,  however,  tends  to  check  such  tendencies 
[  and  probably  is  the  key  to  the  apparently  inex- 
[  plicable  vacillations  of  the  party  in  the  past  fifteen 
I  years.  The  party  of  the  Democrats  (Democratas), 
smallest  of  the  historic  political  groupings  of  Chile, 
does  not  differ  greatly  in  platform  or  membership 
I  from  the  Radical  party,  of  which  it  is  an  offshoot. 
Originally  the  spokesman  of  the  working  class,  it 
has  come  to  represent  the  lower  middle  class.  But 
j  the  party  second  in  importance  in  the  Leftist  alli¬ 
ance  is  the  Socialist  party,  which  its  leaders  led 
out  of  the  Communist  party  in  1932.  Like  the 
Communists,  who  themselves  possessed  no  formal 
r  organization  until  1931,  the  Socialists  are  continu- 
1  ally  torn  by  disagreements  within  their  own  ranks 
and  compete  with  the  Communist  party  for  su- 
^  premacy  in  the  Chilean  Federation  of  Labor. 

THE  CHILEAN  NEW  DEAL 

I  The  experience  of  the  most  recent  governments, 
the  Popular  Front  and  its  successor,  the  Demo- 
a  cratic  Alliance,  illustrates  the  inherent  difficulties 
j  faced  by  any  Chilean  government  which  is  inter- 

iested  in  effecting  basic  reform  measures.  The 

Popular  Front,  a  loose  grouping  of  the  parties  of 

!the  Left,  took  office  in  1938  after  an  election  bitterly 
contested  with  the  previous  conservative  adminis¬ 
tration.  It  advocated  a  program  of  broad  economic 
and  social  reforms,  with  particular  emphasis  on 
agrarian  and  educational  measures,  that  the  lower 
class  found  dynamic.  The  new  President,  Pedro 
'  Aguirre  Cerda,  was  an  individual  with  whom 

f  many  different  elements  of  the  population  could 
I  identify  themselves.  The  actual  operation  of  the 

;  Popular  Front  government,  however,  was  handi¬ 

capped  by  the  disintegration  of  the  alliance  of 
parties  on  which  the  Executive  relied  for  support; 
the  obstructionism  of  the  Conservative-Liberal  op¬ 
position  in  Congress — which  commanded  a  clear 

121.  The  national  Radical  convention  of  1931,  a  year  of  severe 
depression,  tleclaretl  “that  the  struggle  between  the  classes  be¬ 
ing  a  reality  the  Radical  party  will  take  the  side  of  the  prole¬ 
tarian  class  which  seeks  the  revindication  of  its  social  rights." 
The  Chilean  Popular  Front,  cited,  p.  54. 
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majority  in  the  Senate  and  developed  a  working 
relationship  with  other  parties  of  the  Right  in  the 
Chamber;  and,  by  no  means  least,  the  state  of 
national  emergency  created  first  by  the  earthquake 
of  1938,  which  virtually  razed  Concepcion,  the  third 
city  of  Chile,  and  then  by  the  war.  The  gov¬ 
ernment  was  obliged  to  undertake  a  program  of 
reconstruction  in  the  devastated  regions  of  the 
south,  from  which  a  master  plan  for  industrial 
development  was  formulated^^  that  soon  overshad¬ 
owed  the  work  of  recovery  in  scope  and  activity. 
But  the  failure  of  the  Aguirre  Cerda  government 
to  implement  election  promises  and  the  mediocre 
administrative  talents  it  displayed  must  be  attrib¬ 
uted  to  the  internal  weakness  of  the  Popular  Front. 

President  Aguirre  Cerda,  who  died  in  office  in 
1941,  was  succeeded  by  Juan  Antonio  Rios,  candi¬ 
date  of  the  Democratic  Alliance,  an  electoral  coali¬ 
tion  of  the  Leftist  parties.  Rios,  who  was  a  mod¬ 
erate  Radical  and  sought  a  national  government, 
was  plagued  by  continuing  party  strife  throughout 
his  administration.  Yet  this  incessant  bickering 
failed  to  bear  much  relation  to  the  grave  problems 
posed  by  the  outbreak  of  war  and  especially  the 
belligerency  of  the  United  States.  It  required  all 
the  President’s  abilities  as  a  moderator  (and  for 
this  he  was  accused  of  weakness)  to  reconcile  the 
opinions  of  the  aristocracy,  which  called  itself  “im¬ 
partial”  but  was  in  general  greatly  influenced  by 
the  position  taken  by  Spain  and  Argentina  and 
hostile  to  the  United  States,  and  those  of  Chilean 
labor,  which  was  equally  vehement  in  its  espousal 
of  the  Allied  cause.  The  presence  of  a  large,  influ¬ 
ential  and  dispersed  group  of  Chileans  of  German 
descent,  whose  opinions  were  echoed  in  the  fly- 
by-night  nationalist  press  and  in  Congress  by  the 
“Nacistas,”  created  yet  another  pressure  upon  the 
government,  which  itself  was  gravely  concerned 
over  the  vulnerability  of  Chile’s  long,  ill-defended 
coastline.  It  is  not  surprising  that  Chile  was  the  last 
Latin  American  nation,  except  Argentina,  to  break 
diplomatic  relations  with  the  Axis  powers.^^ 

SWING  TO  THE  RIGHT 

In  domestic  as  well  as  foreign  affairs,  the  Rios 
administration  encountered  strong  opposition.  Con¬ 
servative  opinion  has  been  bitterly  opposed  to  pre¬ 
sent  financial,  economic,  and  labor  policies — which 
Rios  inherited  in  broad  outline  from  the  Popular 
Front and  this  sentiment  is  unwillingly  shared 

22.  See  p.  1 12. 

23.  This  was  done  on  January  20,  1943.  On  February  14,  1945 
the  Chilean  representative  in  Washington  signed  the  United 
Nations  Declaration;  and  on  April  12,  1945  Chile  declared 
war  on  Japan. 

24.  See  pp.  1 14-5. 
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by  right-wing  members  of  the  Radical  party  and 
the  Socialists,  who  are  manifesting  increasing  dis¬ 
content  with  the  ineffectiveness  of  the  government. 
The  withdrawal  of  President  Rios  from  the  gov¬ 
ernment  in  November  1945  occurred  almost  simul¬ 
taneously  with  the  termination  of  United  States 
war  contracts  for  Chilean  copper.  The  combina¬ 
tion  of  circumstances  inclined  the  more  pessimis¬ 
tic  Chileans  to  view  the  immediate  future  in 
apocalyptic  terms.^’  Conservative  forces  are  reas¬ 
serting  themselves  within  the  Leftist  parties,  all 
of  which — with  the  exception  of  the  Communists 
— have  shown  a  strong  tendency  to  polarize  into 
opposing  factions.  Similarly,  a  struggle  is  going  on 
between  the  Socialists  and  the  Communists  in  the 
Chilean  Federation  of  Labor  (CTCH)  for  the 
control  of  the  labor  movement.  The  events  of  late 
January  1946,  when  Acting  President  Alfredo 
Duhalde  firmly  suppressed  a  strike  on  the  part 
of  Communist-dominated  nitrate  unions,  thereby 
precipitating  counteraction  by  the  CTCH  on  Jan¬ 
uary  29  and  a  Cabinet  crisis,  crystallized  these  di¬ 
visions.  After  twenty-four  troubled  hours,  during 
which  Chileans  did  not  know  whether  or  not  the 
government  had  survived,  a  new  Cabinet  was 
formed  on  February  i  with  the  participation  of  the 
minority  Radicals,  the  Socialists,  and  non-partisan 
military  men.  When  the  fog  of  uncertainty  cleared 
away,  the  Socialists  had  de  facto  possession  of 
CTCH  headquarters  and  had  been  recognized  by 
the  government  as  the  “legitimate  representative 
organ  of  the  working  classes”;  while  the  Com¬ 
munist  labor  leadership  refused  to  recognize  the 
incumbency  of  CTCH  Secretary  General  Bernardo 
Ibanez,  a  Socialist.  Although  the  struggle  ended 
without  civil  war,  labor  was  “split  exactly  down 
the  middle.”^^  In  what  many  Chileans  believed 
was  a  bid  for  political  control,  the  Communist-led 
unions  continued  striking  the  industries  in  which 
they  were  influential,  thus  seriously  affecting  trans¬ 
port,  coal  mining,  electric  light  and  power,  and 
manufacturing.  At  the  end  of  February,  15  per  cent 
of  Chilean  workers  were  estimated  to  be  on  strike. 

The  campaign  opened  with  the  Rightist  coalition 
in  a  strong  position.  The  Right  has  not  yet  agreed 
on  a  single  candidate.  The  Conservative  party  pro- 

25.  Such  apprehensions  were  intensified  when  a  “leakage” 
occurred  on  March  14  of  an  eighteen-page  memorandum  drawn 
up  by  the  then  Socialist  Minister  of  Economy  Carlos  Arriagada 
which  described  Chile  as  being  in  so  advanced  a  stage  of  social 
and  economic  crisis  as  to  create  the  impression  of  being  “a 
country  without  a  government." 

26.  See  Memorandum  by  Ernesto  Galarza  (Pan  American 
Union,  Division  of  Labor  and  Social  Information,  mimeo¬ 
graphed),  pp.  45,  49.  The  Socialist  side  of  the  story  is  given 
in  two  memoranda  circulated  by  Bernardo  Ibanez  for  the  CTCH 
National  Directive  Council  to  the  component  unions,  Febru¬ 
ary  15,  .March  2,  1946. 


posed  Eduardo  Cruz  Coke,  Senator  and  physician,  j 
who  has  earned  great  popularity  as  a  result  of  his  f 
concern  with  social  issues.  The  Agrarian  party  re-  | 
fuses  to  give  up  its  candidate,  the  very  conservative  ; 
Senator  Jaime  Larram;  while  the  Liberals  are  di-  f 
vided,  one  sector  supporting  former  President  Ar¬ 
turo  Alessandri,  who  despite  his  years  is  still  a 
formidable  opponent.  Confusion  is  rampant  on  the 
Leftist  front,  where  the  Democratic  Alliance  has 
been  unable  to  consolidate  its  broken  ranks.  The 
Radical  party  directorate  (CEN),  which  is  in  oppo¬ 
sition  to  the  government,  is  supporting  the  candida¬ 
cy  of  Senator  Gabriel  Gonzalez  Videla  in  hopes  of 
capturing  Communist  support,  although  the  Com¬ 
munists  have  presented  their  own  candidate,  Elias 
Laferte.^^  The  CEN  has  also  initiated  disciplinary 
proceedings  against  the  dissident  Radicals,  who 
favor  the  as  yet  unproclaimed  candidacy  of  Duhalde 
and  who  might  effect  a  combination  with  the 
Ibanez  Socialists.  A  third  element  in  the  fluctuat¬ 
ing  political  situation  is  the  attitude  of  the  Army, 
in  whose  ranks  there  are  a  number  of  young  officers 
of  leftist  leanings.^®  When  President  Rios  died, 
however,  the  deep-seated  disposition  to  effect 
changes  by  normal  constitutional  processes  reas¬ 
serted  itself.  In  accordance  with  Chilean  law,  the 
Executive  has  called  Presidential  elections  for  Sep¬ 
tember  4. 

TOWARD  A  NEW  ECONOMY 

The  new  government  will  inherit  a  critical  eco-  I 

nomic  problem:  that  is,  the  uncertain  outlook  for  I 

Chilean  exports  on  which  national  prosperity  rests.  I 
Until  recently,  Chile  was  principally  a  raw-materi-  I 
als  producing  economy,  as  dependent  on  foreign 
sources  for  manufactured  supplies  as  it  was  in 
colonial  days.  Its  consumption  of  such  articles  was  . 
restricted  to  available  foreign  exchange,  and  in 
periods  of  depression  (unless  drastic  methods  were 
resorted  to  in  order  to  conserve  dwindling  ex¬ 
change)  import  indices  went  hurtling  down  after  ex-  I 
port  indices.  Moreover,  Chile,  like  many  other  Latin 
American  countries,  relied  on  the  returns  from  its 
exports  to  service  interest  and  amortization  charges 
on  its  large  foreign  debt.  In  periods  when  the  | 

balance  of  trade  was  unfavorable,  the  nation  was  | 

caught  between  the  need  to  maintain  purchases  of 

27.  Sec  “Comentarios  sobre  la  actualidad,”  El  Diario  llustrado 
(Santiago),  February  17,  1946.  See  also  a  report  by  Frank 
Kluckhohn,  “Chilean  Reds  Seek  Key  Cabinet  Posts,”  New  York 
Times,  April  10,  1946;  and  a  rebuttal  by  the  Press  Attache  of 
the  Chilean  Embassy  in  Washington,  pointing  out  that  the 
Communists  arc  but  one  segment  of  the  democratic  regime. 

New  York  Times,  April  24,  1946. 

28.  It  is  common,  unsubstantiated  belief  that  a  military  clique 
exists,  organized  along  the  lines  of  the  erstwhile  Argentine 
“G.O.U.,”  and  deriving  inspiration  and  support  from  Argen¬ 
tina. 
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certain  indispensable  imports  and  the  obligation 
to  keep  up  payments  on  the  debt.^^  Inasmuch  as 
internal  economic  activity  was  closely  geared  to  the 
balance  of  payments,  moreover,  the  loss  of  equilib¬ 
rium  was  followed  by  contraction  of  production 
and  unemployment,  first  in  the  mining  and  agri¬ 
cultural  industries,  and  ultimately  in  all  fields. 

giant  copper 

In  the  1935-39  period  Chile’s  annual  average  cop¬ 
per  output  was  360,000  tons.  Of  this  amount,  95 
per  cent  was  produced  by  three  large  United  States- 
controlled  companies,  one  of  which,  the  Chile  Ex¬ 
ploration  Company  (a  subsidiary  of  the  Anaconda 
Copper  Mining  Company),  owns  what  is  reputed 
to  be  the  largest  known  single  copper  deposit  in 
the  world.  Three  per  cent  of  national  production 
came  from  French-owned  mines;  and  2  per  cent 
from  a  multitude  of  small,  independent  enterprises.^® 
About  95  per  cent  of  Chilean  copper  production 
was  exported  as  electrolytic  and  blister  metal. 
Chile’s  most  important  customer  was  Britain, 
which  in  1939  took  68,000  metric  tons.^*  Chile  also 
exported  copper  to  the  United  States,  practically  all 
of  which  was  destined  for  re-export.  Switzerland, 
France,  Belgium,  Germany,  and  Italy  were  other 
important  purchasers. 

The  war  not  only  impelled  a  remarkable  increase 
in  production,  but  also  accentuated  the  upward 
trend  of  copper  exports  in  relation  to  total  export 
values  and  drastically  altered  the  direction  of  ex¬ 
ports.  The  United  States  became  Chile’s  principal 
purchaser.  At  the  beginning  of  1941  an  agreement 
for  the  purchase  of  Chile’s  entire  exportable  sur¬ 
plus  at  10  cents  per  pound,  f.a.s.  New  York,  was 
negotiated  between  the  Metals  Reserve  Corpora¬ 
tion  and  the  Chilean  producers  under  which  the 
United  States  government  undertook  to  absorb  the 
import  duty.  This  price  was  raised  1%  cents  in 
September  1941,  with  a  further  increase  of  */2  cent 
to  take  place  in  January  1942.  The  Chilean  gov¬ 
ernment  thereupon  levied  an  extraordinary  tax  of 
50  per  cent  against  any  profits  arising  out  of  any 
increase  in  price  over  10  cents  per  pound  f.a.s. 
New  York;  this  tax  to  be  not  less  than  1%  cents  of 
such  increase,  or  to  be  the  total  of  the  increase  if 

29.  The  consequences  of  the  depression,  recorded  in  Chile: 
An  Economy  In  Transition,  cited,  pp.  3-22,  vividly  illustrate 
this  dilemma. 

30.  Foreign  Mineral  Survey,  cited,  p.  3. 

31.  United  Kingdom:  Board  of  Trade,  Annual  Statement  of 
Trade  of  the  United  Kingdom  with  British  Countries  and  For¬ 
eign  Countries,  1939,  Vol.  II,  p.  166. 

32.  Law  $7160  of  January  20,  1942.  This  tax  as  applied  to 
the  new  price  of  \i*A  cents  meant  that  the  government  re¬ 
ceived  as  tax  1  !4  cents  of  the  increase  in  price,  whereas  the 
producers  retained  Vi  cent.  Under  this  tax  law,  the  first  Va  cent 
of  any  subsequent  increase  would  accrue  to  the  producers,  the 
balance  being  subject  to  a  50  per  cent  tax. 
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the  increase  is  less  than  i54  cents  per  pound.^^ 
Chilean  production  ro.se  steadily  during  the  war 
years  to  a  high  of  549,000  short  tons  in  1944.^^ 

After  the  war,  the  continuing  demand  for 
copper  in  the  United  States  brought  action  to 
extend  the  public  purchasing  program  on  a 
month-to-month  basis.  During  the  second  quar¬ 
ter  of  1946  the  Metals  Reserve  Corporation  re¬ 
portedly  bought  close  to  100,000  tons  of  copper 
from  Chile  at  a  price  of  11.87  cents  per  pound 
f.a.s.  Chile.*'*  The  British  Ministry  of  Supply  ne¬ 
gotiated  the  purchase  of  30,000  tons  during  the 
same  period.**  The  Chilean  industry  has  thus  had 
a  temporary  reprieve,  but  its  long-term  outlook  has 
not  been  materially  improved. 

UNCERTAIN  DEMAND  FOR  CHILe’s  EXPORTS 

The  increase  in  world  copper  production  during 
the  war  from  the  1935-39  level  of  2,200,000  short 
tons  to  3,000,000  tons  far  exceeded  peacetime  esti¬ 
mates  of  the  world’s  capacity  to  consume  copper.  If 
the  more  pessimistic  expectations  are  realized,  how¬ 
ever,  world  production,  after  the  reconversion 
period,  may  be  cut  to  about  2,000,000  tons  a  year, 
the  burden  of  the  reduction  falling  on  Chilean, 
Canadian,  and  African  producers,  roughly  accord¬ 
ing  to  the  factor  of  costs.*^  From  a  longer-range 
viewpoint,  despite  the  backlog  of  demand  that  has 
accumulated  in  Europe,  consumption  of  copper 
on  that  continent  may  show  the  most  marked  de¬ 
cline;  and  this,  in  turn,  may  mean  a  drastic  cur¬ 
tailment  of  the  demand  for  Chilean  copper. 

If  the  free  metal  market  is  restored  in  Europe — 
and  this  represents  yet  another  imponderable  in 
the  copper  picture — the  Chilean  producer  will  com¬ 
pete  with  the  low-cost  African  copper  interests  and, 
particularly,  with  the  Canadian  producers  at  a  con¬ 
siderable  disadvantage.  There  is  reason  to  believe 
that  production  costs  in  Chile  have  risen  in  greater 
proportion  in  recent  years  than  in  any  other  im¬ 
portant  producing  country.  The  labor  cost  per 
unit  of  output  is  known  to  be  high.  The  average 
daily  wage  at  the  Chuquicamata  Mine  rose  from 
$1.84  (U.S.)  in  January  1940  to  $5.20  in  Septem¬ 
ber  1945.^^  The  three  major  American-controlled 
copper  producers  in  Chile  are  at  a  decided  disad- 

33.  Estadistica  Chilena,  cited  November  1945,  p.  491. 

34.  Daily  Metal  Reporter  (New  York),  March  29,  1946. 

35.  The  Statist  (London),  May  ii,  1946,  p.  426.  The  present 
British  price  for  foreign  copper  is  14V2  cents.  Barron’s  National 
Business  and  Financial  Weekly  (New  York),  May  27,  1946. 

36.  O.  W.  Roskill,  “World  Survey  of  Non-Ferrous  Metals,” 
Engineering  and  Mining  fournal,  March  1946. 

37.  Howland  Bancroft,  “To  Encourage  Investment  Latin 
America  Must  Vitalize  Inter- American  Conference  Resolutions,” 
Engineering  and  Mining  fournal,  January  1946.  This  figure  in¬ 
cludes  base  pay,  overtime,  task  bonus,  store  benefits,  vacation 
and  family  allowance. 
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vantage,  too,  as  regards  the  rise  in  cost  of  essential 
articles  entering  into  production  costs  which  are 
locally  purchased.  The  discrimination  practiced 
against  producers  in  the  allocation  of  foreign  ex¬ 
change  and  the  heavy  taxes  imposed  by  the  Chilean 
government  are  items  which  do  not  enter  into  the 
production  costs  of  Chile’s  low-cost  competitors  for 
the  European  market.  In  addition  to  the  extraor¬ 
dinary  tax,  that  portion  of  the  income  of  the  cop¬ 
per  companies  which  is  not  derived  from  the  in¬ 
crease  in  price  is  subject  to  a  group  of  income  taxes 
aggregating  38  per  cent,*®  the  major  part  of  the 
proceeds  of  these  taxes  being  earmarked  for  specific 
purposes.  Moreover,  the  Chilean  government  re¬ 
quires  United  States  copper  producers  to  obtain 
their  pesos  for  operating  requirements  at  the 
“special”  rate  of  19.37  pesos  to  the  dollar,  and  re¬ 
sells  the  dollars  thus  obtained  to  importers  at  the 
“d.p.”  or  free  rate  of  31  pesos  to  the  dollar  or  at 
the  export  draft  rate  of  25  pesos.  This  regulation 
further  reduces  the  profit  margin.*^ 

FUTURE  OF  NITRATES 

Although  the  present  demand  for  Chilean  ni¬ 
trates  in  the  ravaged  agricultural  regions  of  Eu¬ 
rope  has  caused  the  industry  to  produce  to  the 
limits  of  its  capacity,  the  prospect  that  long-term 
demand  will  exist  for  the  quantities  now  being 
shipped  abroad  is  extremely  doubtful.  When  the 
fixation  of  nitrogen  from  the  air  was  introduced  on 
a  commercial  scale,  the  natural  nitrate  industry  was 
condemned  to  eventual  contraction.  Competition 
from  the  synthetic  nitrogen  plants  erected  in  Eu¬ 
rope  and  the  United  States  during  World  War  I 
reduced  the  proportion  that  Chile  contributed  to 
world  production  from  58  per  cent  in  1913  to 
33.6  per  cent  in  1920.'*°  With  the  installation  of  the 
Guggenheim  process,  average  annual  production 
was  maintained  at  about  2.2  million  tons  during 
the  ’20s.  But  the  industry  failed  to  regain  its  for¬ 
mer  position  after  the  depression.  The  average 
annual  output  in  the  1935-39  period  was  1.5 
million  tons.  During  that  period  the  United  States 
was  the  largest  market,  taking  about  40  per  cent 
of  the  total  in  1937-38,  while  Europe  (principally 
Germany)  accounted  for  55  per  cent.***  Only 
about  2  per  cent  was  consumed  within  the  country. 
During  the  war  the  United  States  purchased  be- 

38.  18  per  cent  tax  under  Law  #6457,  15  per  cent  tax  under 

Law  ^6640  extended  several  times,  3  per  cent  tax  under 
Law  #7145,  and  2  per  cent  tax  under  Law  #7750. 

3q.  “Chile,”  Fortune  Magazine,  May  1938.  For  summary  table 
of  cxchanpe  control  as  it  affects  copper  companies,  see  Chile: 
An  Economy  in  Transition,  cited,  pp.  60-61. 

40.  Chile:  An  Economy  in  Transition,  cited,  p.  139. 

41.  U.S.  Tariff  Commission,  Recent  Developments  in  the  For¬ 
eign  Trade  of  Chile  (Washington,  1945),  p.  13. 
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tween  500,000  and  800,000  tons  of  nitrates  a  year. 

The  nitrate  industry  is  nevertheless  the  second 
ranking  industry  producing  for  export,  both  in 
value  and  quantity.  It  employs  16,000  workers,  and 
in  many  parts  of  the  northern  Chilean  desert  is 
virtually  the  only  economic  activity.  Export  and 
trade  in  nitrates  were  made  a  state  monopoly  in 
1934,  and  the  Chilean  Nitrate  and  Iodine  Sales 
Corporation  allocates  quotas,  fixes  prices,  and  dis¬ 
tributes  profits,  25  per  cent  of  which  are  taken  by 
the  government  and  75  per  cent  by  the  producers. 
The  two  modern  plants  which  use  the  Guggen¬ 
heim  process  are  assigned  60  per  cent  of  produc¬ 
tion,  and  the  20-odd  oficinas  using  the  antiquated 
Shanks  process,  although  high-cost  producers,  are 
assigned  a  production  quota  of  40  per  cent.  More 
than  half  of  the  total  nitrate  labor  force  is  reported 
to  be  employed  in  the  small  plants.  It  has  been 
suggested,  however,  that  production  in  these  units 
be  progressively  curtailed  to  the  point  where  it  is 
possible  to  close  them  down  without  creating  large 
unemployment.  But  since  Chile  has  been  urged  to 
make  its  contribution  to  European  rehabilitation 
through  the  provision  of  nitrates,**^  deliberate  cur¬ 
tailment  of  production  will  probably  not  be  under¬ 
taken  within  the  next  five  years. 

industry:  the  new  frontier 
The  solution  of  the  basic  problem  of  economic 
imbalance,  from  the  Chilean  standpoint,  is  to  en¬ 
courage  the  development  of  all  the  productive 
factors  of  the  national  economy,  in  particular,  the 
potential  for  basic  industry.  The  government’s  eco¬ 
nomic  master-plan  is  set  forth  in  Law  6640  of 
January  10,  1941  under  which  the  Chilean  Develop¬ 
ment  Corporation,  most  influential  of  the  institu¬ 
tions  created  to  stimulate  economic  development, 
was  created.  The  purposes  of  Fomento,  as  it  is  gen¬ 
erally  known,  are: 

“To  draft  a  general  plan  for  the  development  of  na¬ 
tional  production,  for  the  purpose  of  raising  the 
standard  of  living  of  the  people  by  utilizing  the  na¬ 
tural  resources  of  the  country,  lowering  costs  of  pro¬ 
duction,  and  for  the  purpose  of  improving  the  in¬ 
ternational  balance  of  payments;  maintaining  in 
this  plan  the  proper  proportion  in  the  development 
of  mining,  agricultural,  industrial  and  commercial 
activities,  and  endeavoring  to  satisfy  the  needs  of  the 
various  regions  of  the  country.”^* 

The  Board  of  Directors  of  the  Corporation,  which 
is  a  widely  representative  group,  is  accorded  broad 
powers  by  the  national  legislature  to  expand  and 

42.  See  speech  by  former  President  Herbert  Hoover,  La  Prensa 
(New  York),  June  8,  1946. 

43.  Article  25,  Law  6640.  For  circumstances  of  the  creation 
of  the  Corporation,  and  a  full  discussion  of  its  composition, 
powers,  financing  and  activities,  see  Cinco  ahos  de  labor:  1939" 
1943  (Santiago,  Corporacion  dc  Fomento,  1944). 
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I  improve  existing  industries  and  establish  new  ones. 
£  In  addition  to  extending  credits  to  government 
■  lending  institutions  and  direct  loans  to  business 

!  enterprises  producing  many  types  of  goods  and 
jervices,  it  invests  in  and  grants  subsidies  to  se¬ 
lected  industrial  enterprises.  The  operating  funds 
i  of  Fomento  accrue  mainly  from  the  proceeds  of 

I  specified  taxes.  Export-Import  Bank  credits  were  se¬ 
cured  for  the  purchase  in  the  United  States  of 
material,  machinery,  and  equipment,  and  for  the 
payment  of  services  of  American  experts  and  tech¬ 
nical  advisers.  Among  these  were  two  credits 
to  the  Development  Corporation  of  $28  million  for 
an  integrated  iron  and  steel  plant  and  $5  million 
for  hydroelectric  facilities  in  connection  with  the 
[  projected  steel  plant  and  other  enterprises.'*'* 

The  Development  Corporation  is  currently  con¬ 
centrating  on  five  specific  projects — establishment 
of  the  steel  plant  and  a  copper-fabricating  plant,  a 
large-scale  electrification  program,  provision  of  ag- 
!  ricultural  machinery,  and  development  of  the  fish- 
i  ing  industry.  Its  views  on  the  economic  soundness 
E  of  producing  iron  and  certain  steel  products  in 
Chile  have  been  carefully  formulated  and,  in  fact, 
are  representative  of  much  of  the  theory  that  un- 
I  derlies  recent  Chilean  economic  planning.  The  De¬ 
velopment  Corporation  claims  that  steel  can  be 

i  produced  in  Chile  at  the  same  price,  allowing  20 
per  cent  for  dividends,  as  the  average  cost  (port 
of  entry)  of  imported  steel."*^  The  creation  of 
:  basic  industry  and  the  production  of  semi-fin- 
ished  commodities  for  manufacturers  at  a  price 
L  which  will  enable  them  to  increase  production 
I  of  consumer  goods,  it  is  believed,  will  result  in 
more  active  movement  of  consumer  goods  and 
increased  production.  This,  in  turn,  will  justify 
[  greater  mechanization  of  factories,  man-hours  per 
I  unit  of  production  will  be  reduced,  and  the  manu- 
‘  facturer  will  be  able  to  pay  higher  wage  rates, 
j  The  consequent  improvement  of  the  standard  of 

[  44.  For  discussion  of  these  credits,  and  statement  of  Export- 

F  Import  Rank  loans  and  commitments  through  1945,  see  U.S. 

E  Export-Import  Bank  of  Washington,  First  Semiannual  Report 
^  to  Congress  for  the  period  July- December  1945,  pp.  20-21,  Ap- 
A  pcndix  D,  p.  42. 

1  45.  Report  on  the  Proposed  Iron  and  Steel  Plan  to  he  Installed 

I  at  Concepcion,  Chile,  prepared  by  the  Cf)rporaci6n  de  Fomento 
de  la  Produccion,  New  York,  September  1944,  pp  i-ii.  It 
should  be  pointed  out  that  certain  doubts  have  been  expressed 
as  to  the  advisability  of  the  venture.  The  questions  raised  center 

Ion  the  low  grade  and  limited  quantity  of  coal  reserves,  the 
distance  of  the  iron  ore  deposits  from  the  production  center, 
■  the  limited  stocks  of  scrap,  and  the  limitations  of  the  proposed 

I  capacity  of  the  plant,  which  must  produce  small  lots  of  a  vari¬ 
ety  of  shapes  and  qualities  of  steel.  It  is  also  asked  whether 
the  domestic  market  can  support  the  industry,  and  whether,  in 
view  of  possible  world  overproduction  of  steel,  Chileans  may 
not  be  over-optimistic  in  their  belief  that  export  markets  can 
be  found  in  neighboring  Latin  American  countries. 


living,  it  is  said,  will  strengthen  the  middle  class, 
create  taxable  income  and  income-bearing  prop¬ 
erty,  and  permit  shifting  the  burden  of  taxation 
from  imported  articles  to  industrial  properties  and 
personal  incomes. 

The  steel  plant  to  be  located  at  Concepcion,  close 
to  the  coal  deposits,  will  have  an  annual  capacity 
of  180,000  tons'*^  and  will  produce  light  structural 
shapes,  re-enforcing  steel  and  thin  sheets  and  plates. 
Its  total  capital  investment  is  estimated  at  $48 
million,  of  which  $28  million  have  been  provided 
by  the  Export-Import  Bank  for  equipment  pur¬ 
chases  in  the  United  States,  and  the  remainder 
is  to  be  supplied  by  Chilean  capital  for  construc¬ 
tion  and  installation  expenses  and  working  capital.'*^ 

Chileans  are  confident  of  their  ability  to  over¬ 
come  the  difficulties  which  impede  industrialization. 
Manufacturing  has  hitherto  been  confined  princi¬ 
pally  to  production  of  light  consumer  goods  for 
the  domestic  market,  developed  behind  a  tariff 
wall.  In  1940  food,  textile  and  chemical  products 
accounted  for  three-fifths  of  the  total  value  of  pro¬ 
duction."*®  Certain  lines  of  production,  such  as 
chemical  and  textile  industries  and  the  sugar  refin¬ 
eries,  depend  on  imported  raw  materials.  The  in¬ 
adequacy  of  transport  facilities  constitutes  another 
handicap.  Chile’s  topography  has  militated  against 
the  establishment  of  railroad  lines  branching  off 
from  the  north-south  trunk  lines  and  the  develop¬ 
ment  of  communications  with  neighboring  coun¬ 
tries.  The  rail  system,  which  within  these  limita¬ 
tions  is  well-organized,  is  not  supplemented  by  a 
network  of  all-weather  highways. 

The  present  critical  shortage  of  fuel  is  an  addi¬ 
tional  obstacle  to  the  rapid  growth  of  industry. 
Although  Chile  is  the  largest  Latin  American  coal 
producer,  with  a  record  output  of  2,279^438  metric 
tons  in  1944,"*^  **  low-grade  and  expensive 

to  mine.  There  is  some  question  whether  a  suitable 
metallurgical  coke  as  a  reducing  agent  in  the  man¬ 
ufacture  of  steel  can  be  developed.’®  Moreover,  it 

46.  Ihid.  According  to  this  report,  Chile’s  present  minimum 
requirements  of  iron  and  steel  products  range  between  150,000 
and  200,000  tons  a  year,  and  steel  imports  absorb  between  $10 
and  Si 5  million  annually  of  the  country’s  available  foreign 
exchange.  Domestic  production  supplies  about  one-third  of  the 
amount  consumed. 

47.  The  Compani'a  de  Acero  del  Pacifico  was  organized  for 
this  purpose,  half  of  its  capital  of  50  million  pesos  being  sub¬ 
scribed  by  the  Fomento  Corporation. 

48.  The  gross  value  of  production  amounted  to  5,084  million 
pesos  and  the  value  added  by  manufacturing  was  2,018  million 
pesos.  U.S.  Tariff  Commission,  Mining  and  Manufacturing  In¬ 
dustries  in  Chile  (Washington,  1945),  p.  9. 

49.  Chile:  DireccicSn  General  de  Estadistica  Chilena,  Sinopsis 
1945,  p.  603. 

50.  George  Wythe,  Industry  in  Latin  America  (New  York, 
Columbia  University  Press,  1945),  p.  206. 
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is  estimated  that  reserves  of  coal  will  scarcely 
last  thirty  years  at  present  consumption  rates.’’ 
The  saving  in  coal  effected  by  electrification  may  be 
entirely  absorbed  by  new  industries  promoted  by 
the  same  program.  Eighteen  years  and  an  invest¬ 
ment  of  2,400  million  pesos  ($96  million)  will  be 
required  to  complete  this  stage  of  the  program  de¬ 
signed  to  exploit  the  hydroelectric  potentialities  of 
the  country,  which  Chileans  believe  are  second 
only  to  those  of  Norway.  It  may  also  be  that  the 
discovery  of  oil  in  Magallanes  will  alleviate  the 
fuel  shortage,  if  capital  can  be  secured  on  acceptable 
terms.’* 

The  most  serious  drawbacks  to  the  development 
of  heavy  industry,  as  numerous  students  of  Chile’s 
economy  have  pointed  out,  are  the  shortage  of  in¬ 
vestment  capital,  and  the  restricted  national  mar¬ 
ket.  In  1940-41  national  income  was  estimated  to 
be  12,098  million  pesos  ($407  million)  and  the 
per  capita  income  was  approximately  $80.” 
Annual  savings  at  that  time  were  about  $50  mil¬ 
lion,  or  between  12  and  13  per  cent  of  the  na¬ 
tional  income.  In  this  connection,  it  is  interesting 
to  note  the  distribution  of  savings.  During  the 
period  1936-40,  industry  received  the  largest  por¬ 
tion,  followed  closely  by  housing  (including  low- 
cost  housing  developments,  reconstruction,  and  ur¬ 
ban  improvements).  The  amount  of  capital  which 
went  into  agriculture  was  less  than  one-third  of 
that  invested  in  either  industry  or  housing;  while 
transportation  and  communications  were  relatively 
neglected  by  domestic  capital.  Although  savings 
of  more  than  12  to  13  per  cent  of  the  national 
income  could  probably  not  be  invested  annually 
without  incurring  inflationary  effects,  the  figure 
represents  a  shortage  of  capital  to  those  who  ad¬ 
vocate  the  rapid  development  of  industries. 

PUBLIC  FIXAXCING  AND  INFLATION 

Since  1939  successive  Chilean  governments  have 
resorted  to  “unorthodox”  methods  of  financing  the 
state  program  of  industrialization,  mainly  by  means 
of  credit  expansion.  The  loans  which  the  govern- 

51.  Chile:  Reports  Presented  to  the  Conference  of  Commissions 
on  Inter-American  Development  (Washington,  Intcr-American 
Development  Commission,  1944),  p.  7. 

52.  Chilean  law  requires  that  exploitation  of  petroleum  de¬ 
posits  be  reserved  to  the  state,  as  an  industry  of  national 
interest. 

53.  Such  estimates  of  national  income  and  savings  as  arc 
available  are  at  wide  variance.  The  information  in  this  para¬ 
graph  is  taken  from  an  unpublished  study  by  Professor  P.  T. 
Ellsworth  of  Chilean  national  income  for  1940-41  (based  on  a 
correction  of  the  estimate  made  by  the  Minister  of  Finance), 
and  savings  between  the  years  1936-40.  Another  estimate  for 
the  same  year  placed  the  annual  per  capita  income  at  St 20  and 
— on  the  basis  of  that  figure — the  per  capita  income  in  1944  at 
S200.  U.S.  Foreign  Service  Report:  Summary  of  Economic  In¬ 
formation  (Santiago,  American  Embassy,  1946). 
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merit  “authorized”  the  Central  Bank  to  make  to 
the  development  institutes  have  been  primarily  re¬ 
sponsible  for  the  inflationary  rise  of  prices  which 
sent  up  the  cost  of  living  in  Santiago  (taking  1928 
as  100)  from  181  in  September  1939  to  448  in 
December  1945.  Between  December  1938  and  De¬ 
cember  1945  the  total  supply  of  money  in  circula¬ 
tion  rose  287  per  cent.’**  Although  defenders  of 
government  policies  ascribe  the  inflation  chiefly 
to  external  causes — the  spread  of  inflationary  forces 
from  the  major  belligerent  powers,  import  short¬ 
ages,  and  an  increasing  supply  of  dollars  entering 
circulation — disinterested  opinion  holds  that  these 
factors  were  not  the  determining  causes.”  Heavy 
government  borrowing  quickened  the  inflationary 
process.  Since  1940  disbursements  have  exceeded 
receipts  by  an  increasingly  wide  margin.  The  an¬ 
nual  deficit  rose  from  150,200,000  pesos  in  that 
year  to  701,300,000  pesos  in  1943.’^  The  govern¬ 
ment’s  fiscal  and  monetary  policies  have  come 
under  sharp  attack  from  the  Right,  which  believes 
that  the  uncontrolled  increase  in  government  ex¬ 
penditures,  particularly  in  non-productive  enter¬ 
prises,  the  unbalanced  state  of  the  budget,  and 
the  increase  in  the  public  debt  are  wholly  respon¬ 
sible  for  the  present  inflation.  In  a  widely  pub¬ 
licized  radio  debate  between  Gustavo  Ross,  Fi¬ 
nance  Minister  during  the  Alessandri  administra¬ 
tion,  and  Guillermo  del  Pedregal,  who  held  the 
same  position  under  President  Rios,  the  latter  de¬ 
fended  the  policy  of  deficit  financing  as  the  only 
possible  means  of  meeting  the  successive  emergen¬ 
cies  which  had  assailed  Chile  since  1938.’^ 

SOCIAL  BALANCE-SHEET 
According  to  the  opposition,  the  mounting  cost  of 
living  has  been  accelerated  by  the  wage-price  policy 
of  the  government  which,  like  its  predecessor,  the 
Popular  Front  regime,  has  been  responsive  to  the 
pressures  of  Chilean  labor.  The  expansion  of  the 
labor  movement  in  Chile  under  recent  governments 
has  been  compared  to  the  growth  of  union  labor 
in  the  LFnited  States  under  the  New  Deal.  The 
laws  of  Chile,  moreover,  gave  labor  a  projected 
status,  in  theory  at  least,  that  was  unique  in  the 
Americas  at  the  time  they  were  enacted. 

54.  Estadistica  Chilena,  cited,  p.  659. 

55.  Seymour  Harris,  Ed.,  Economic  Problems  of  Latin  America 
(New  York,  McGraw-Hill,  1944),  pp.  316-20.  United  States 
purchases  of  Chilean  minerals  during  the  war  created  large 
dollar  balances.  These  dollars  were  sold  to  the  bank  for  pesos, 
thus  increasing  the  amount  of  money  in  circulation.  The  de¬ 
mand  for  dollars  to  acquire  imports,  on  the  other  hand,  was 
restricted  by  shortages  of  goods  and  shipping.  Instead  of  being 
reconverted  into  dollars,  the  supply  of  newly  created  pesos  was 
steadily  augmented  by  the  increasing  dollar  balances. 

56.  U.S.  Department  of  Commerce,  International  Reference 
Service,  Chile,  November,  1945,  p.  6. 

57.  El  Mercurio  (Santiago),  November  23,  1944. 
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In  1924  a  comprehensive  labor  code  gave  Chile 
the  foundation  of  a  social  program  which  accom¬ 
panies  the  workers  from  the  cradle  to  the  grave.^® 
Law  4074,  establishing  the  Compulsory  Insurance 
Institute  (Caja  de  Seguro  Obrero),  provides  for 
compulsory  insurance  against  illness  and  incapaci¬ 
tation,  to  which  the  employer  contributes  5.15  per 
cent,  the  worker  2  per  cent  and  the  government 
1.7  per  cent  of  the  payroll.^^  In  the  following  year 
somewhat  similar  provisions  were  extended  to 
private  salaried  employees  and  government  em¬ 
ployees,  who  have  their  own  Cajas,  until  1,300,000 
wage  and  salaried  workers  were  covered.  The  body 
of  social  legislation  was  thus  gradually  enlarged, 
culminating  in  the  law  of  1937  decreeing  a  sliding 
minimum  wage-scale  for  commerce  and  industry, 
and  the  1938  Law  of  Preventive  Medicine. 

Drafted  to  prevent  a  revolution,  the  social  laws 
were  intended  only  as  a  palliative  for  Chile’s  social 
problems,  which  are  a  result  of  the  low  standard  of 
living.  Considerable  criticism  has  been  leveled 
against  the  administration  of  the  laws,  particularly 
the  financial  policies  of  the  Caja  de  Seguro 
Obrero,^®  and  bitter  opposition  has  been  expressed 
by  the  Right  to  the  pro-labor  policies  of  recent  gov¬ 
ernments  which,  it  is  claimed,  encouraged  wage 
raises  with  inflationary  effects.  It  is  true  that  the 
index  for  daily  wages  rose  higher  than  any  other 
among  general  indexes  in  the  period  between  1939 
and  1943.  But  although  wages  have  increased  faster 
than  the  cost  of  living  since  1929,  the  prices  of 
prime  necessities  are,  in  many  cases,  still  beyond 
the  reach  of  Chilean  wage-earners.*^* 

A  PERIOD  OF  TRANSITION 

('hile  has  had  economic  and  social  reform  thrust 
upon  it  by  changing  world  circumstances  and 
changing  conditions  at  home.  The  present  genera¬ 
tion  has  been  profoundly  divided  over  the  neces¬ 
sity  for  these  readjustments  and  the  way  in  which 
they  should  be  effected.  Of  all  Chilean  groups, 
labor  has  most  openly  advertised  its  differences. 

For  circumstances  surrounding  its  passage,  see  Moiscs 
Piililetc  Troncoso,  Erolucion  del  derecho  social  en  Amerka 
(Santiago,  Xascimento,  1942),  pp.  172-78.  The  Labor  Code, 
however,  was  not  enacted  in  its  entirety  until  1931. 

59.  For  complete  text  sec  Bolctin  CADSO  (Santiago)  June  i, 
'945.  PP-  14-20- 

ho.  For  a  critical  discussion,  see  statement  by  Senator  Eduardo 
Cruz  Coke,  author  of  the  Law  of  Preventive  Medicine,  and 
Presidential  candidate  of  the  Conservative  Party,  El  Mercurio 
(Santiago),  May  6,  1946. 

61.  Moi'ses  Pobletc  Troncoso,  “Which  Way  Chilean  Labor?” 
Inter- American,  April  1946. 


Conservative  opinion  is  almost  as  divided  as  the 
Left,  although  in  a  less  spectacular  fashion.  The 
defeat  of  the  landowners  in  1920  was  more  appar¬ 
ent  than  real.  From  their  entrenched  positions  of 
influence  some  of  them  have  continued  to  resist 
any  abrogation  of  their  privileges.  Others  in  the 
conservative  leadership  believe  that  the  hacienda — 
and  much  of  what  it  stood  for — has  outlived  its 
purpose.  But  however  else  they  may  differ,  Chileans 
concur  in  the  trend  toward  industrialization.  There 
is  general  agreement  that  the  days  are  over  when 
Chile,  with  its  great  nitrate  royalties,  was  an 
“elegant  remittance  man  among  the  nations.” 
Chileans  share  with  their  neighbors  the  belief 
that  industry  presents  a  solution  for  many  of  their 
problems — economic  instability,  social  stratification, 
and  a  low  standard  of  living — and  an  opportunity 
of  emancipating  themselves  from  the  economic 
and  political  tutelage  of  the  great  powers.  The 
Chilean  New  Deal  will  therefore  probably  continue 
even  under  a  government  of  the  Right. 

With  a  new  government  taking  power,  it  is  an 
appropriate  time  to  reassess  latterday  attempts  to 
raise  the  Chilean  economy  by  its  own  bootstraps  in 
terms  of  the  cost  both  to  the  national  treasury  and 
the  consuming  public.  The  choice  does  not  lie 
between  manufacturing  and  the  extractive  indus¬ 
tries.^^  The  mining  industry,  given  favorable  con¬ 
ditions,  can  continue  to  be  an  important  source 
of  national  prosperity.  The  discrimination  prac¬ 
ticed  against  it  and  other  foreign-owned  enter¬ 
prises,  not  only  seriously  jeopardizes  its  competi¬ 
tive  position,  but  deters  potential  investors  from 
accepting  the  Chilean  invitation  to  place  their 
capital  in  that  country.  On  the  other  hand,  Chile 
possesses  certain  advantages  for  industrialization, 
provided  it  is  pursued  with  the  object  of  creating 
new  sources  of  productivity,  rather  than  of  reduc¬ 
ing  imports  and  “saving”  foreign  exchange.  As  for 
the.  third — and  relatively  neglected — aspect  of  the 
economy,  agriculture,  experts  agree  that  improve¬ 
ments  in  production  and  marketing  techniques 
would  contribute  to  raising  incomes  and  living 
levels. 

Simon  Bolivar  once  said  that,  since  its  territory 
was  limited,  Chile  would  remain  outside  infectious 
contact  with  the  rest  of  mankind  and  preserve  the 
uniformity  of  its  opinions.  Nothing  could  have 
been  further  from  the  truth.  Chile  is  a  microcosm 
of  modern  tensions  and  conflicts  for  which  its 
people  continue  to  seek  democratic  solutions, 

62.  See  Industry  in  iMtin  America,  cited,  pp.  344-5. 
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A  U.  S.  Market  for  Chilean  Copper? 


By  Ona  K.  D.  Ringwood  and  Olive  Holmes 

Whether  the  United  States  will  continue  to  pro¬ 
vide  a  market  for  Chilean  copper  and  nitrate 
exports  is  the  central  problem  affecting  relations 
between  the  two  countries  today.  Although  before 
the  war  the  United  States  was  a  negligible  con¬ 
sumer  of  Chilean  copper,  under  the  wartime  public 
purchasing  program  this  country  acquired  roughly 
one-third  of  its  total  supply  of  copper,  as  well  as 
large  tonnages  of  nitrate,  from  Chile.^  For  many 
months  discussions  have  been  conducted  between 
Washington  and  Santiago,  which,  it  may  be  as¬ 
sumed,  have  centered  on  such  related  problems  as 
the  feasibility  of  an  inter-governmental  agreement 
for  the  allocation  of  American  copper  purchases, 
abrogation  of  the  United  States  excise  tax  on  cop¬ 
per  impons,  and  the  disposition  of  synthetic  nitrate 
plants  owned  by  the  government. 

The  long-term  outlook  for  Chilean  copper  exports 
depends  on  two  related  sets  of  factors:  world  de¬ 
mand  and  supply  of  the  metal,  on  the  one  hand, 
and  the  position  of  the  Chilean  industry  in  rela¬ 
tion  to  large-scale  producers  in  other  parts  of  the 
world,  on  the  other  hand.  At  present  the  known 
and  probable  reserves  of  the  Anaconda  Copper 
Mining  Company  subsidiary,  the  Chile  Exploration 
Company,  alone  are  estimated  at  over  a  billion  tons 
containing  about  2  per  cent  of  copper;  while  the 
Braden  Company,  the  second  largest  American- 
owned  company,  has  reserves  of  225  million  tons 
of  2  per  cent  sulphide  copper.^  Altogether,  Chile  is 
estimated  to  possess  23.80  per  cent  of  world  copper 
reserves  averaging  2.02  per  cent  copper  as  compared 
with  all  sources  in  Africa,  which  contain  24.14 
per  cent  of  world  ore  reserves  with  an  average 
grade  of  4.38  per  cent  copper,  and  Canada,  which 
has  9.37  of  world  reserves  averaging  3.4  per  cent.^ 
The  Chilean  producers,  however,  have  been  placed 
at  a  severe  disadvantage  as  regards  their  Canadian 
and  African  competitors,  as  a  result  of  the  upward 
trend  of  prices  and  wages  in  Chile  and  the  heavy 
taxes,  amounting  to  38  per  cent  of  gross  profits, 
which  the  Chilean  government  has  imposed  upon 
the  industry. 

U.S.  RESERVES  AND  THE  “tARIFf” 

If,  in  the  coming  years,  copper  moves  freely  in  the 
world  market,  the  question  of  national  mineral 

1.  Foreign  Minerals  Survey,  Present  Situation  in  Chile's  Mining 
Industries  (Washington,  D.C.,  Bureau  of  Mines,  Economics  and 
Statistics  Service,  March  1944),  p.  2.  For  description  of  the 
prewar  and  wartime  situation  of  these  industries,  see  pp.  111-12. 

2.  Data  on  known  copper  reserves  of  these  Chilean  mines  are 
from  Foreign  Minerals  Survey:  Present  Situation  in  Chile's  Min¬ 
ing  Industries,  cited,  pp.  16-17. 

3.  U.S.  Tariff  Commission,  “Copper:  Estimated  Ore  Reserves 
of  the  World  as  of  January  i,  1944,”  October  1944. 


reserves  will  lose  some  of  the  urgency  it  acquired 
during  the  war.  If  this  is  not  the  case,  the  extent 
to  which  industrial  nations  are  self-sufficient  in 
copper  and  other  minerals  will  remain  a  major  de¬ 
terminant  of  national  policy.  To  no  country  is  the 
problem  of  declining  mineral  resources  of  more 
immediate  concern  than  the  United  States.  Copper 
production  has  fallen  from  the  peak  of  1942,  chiefly 
as  a  result  of  manpower  shortages  which  necessi¬ 
tated  the  working  of  higher-grade  veins  and  re¬ 
sulted  in  considerable  depletion  of  reserves.  Thb, 
coupled  with  the  lack  of  development  work,  has 
taken  a  number  of  years  from  available  commercial 
reserves.  At  wartime  rates  of  production  (which 
may  be  expected  to  continue  through  some  years 
owing  to  unprecedented  postwar  demand)  our 
commercial  reserves  have  been  given  ten  years  of 
life  by  one  authority."^  If  prices  under  a  free  mar¬ 
ket  rose  to  the  point  at  which  marginal  ores  could  ■ 
be  commercially  mined,  the  present  stringency  of 
copper  would  be  eased  accordingly.  In  certain  in¬ 
dustries  copper  may  be  economized  by  substituting  ^ 
other  products,  such  as  aluminum  and  plastics. 
Sooner  or  later,  however,  the  United  States  must 
face  the  fact  of  dependence  on  foreign  sources  to 
supplement  its  declining  national  reserves. 

The  major  obstacle  to  importation  of  copper  from 
abroad  for  United  States  consumption  is  the  tax 
of  4  cents  per  pound  on  copper  imports  which 
was’  imposed  in  1932  under  the  stress  of  the  depres¬ 
sion.  It  has  been  suggested  that  this  country,  as 
well  as  Chile,  would  benefit  from  repeal  or  reduc¬ 
tion  of  the  duty,  as  it  would  preserve  American 
high-cost  ores  as  a  national  stockpile.  But  pre¬ 
war  negotiation  of  a  reciprocal  trade  treaty  be¬ 
tween  the  two  countries  foundered  upon  the  refusal 
of  the  United  States  to  consider  the  concession. 
This  would  seem  to  indicate  that  Chile  recognizes 
that  copper  will  continue  to  maintain  its  predomi¬ 
nant  export  position  for  some  time  to  come.  Yet  " 
the  government  is  apparently  unwilling  to  relieve 
the  tax  burden  on  the  industry.  Since  Chilean  pro¬ 
ducers  find  themselves  at  a  distinct  disadvantage 
with  relation  to  other  sources  of  supply,  however, 
it  is  open  to  question  whether  markets  can  be  cap¬ 
tured  for  the  360,000  tons — the  level  at  which  Chil¬ 
ean  producers  might  stabilize  annual  output, 
given  “the  most  favorable  conditions.”  These  con¬ 
ditions  are  not  operative  at  the  present  time. 

4.  E.  W.  Pehrson,  “Our  Mineral  Resources  and  Security,” 
Foreign  Affairs,  July  1945.  Known  and  potential  reserves  in  the 
United  States  constitute  19.91  per  cent  of  the  world  total. 
“Copper:  Estimated  Ore  Reserves  of  The  World,”  cited. 

5.  Constant  Southworth,  “Toward  Free  Trade  With  Latin 
America,”  Foreign  Policy  Reports,  October  i,  1941,  p.  176. 


